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FESCURCE ALLOCATION IN THE USSR

The allocation of lebor to different sectors is shown on this

{abor
2 Cuare next chart. The USSR has ' million in industry compared o U3
Js Vs, USSR ' .
“mi. A9« and services - but agrliculture - SU vs U3. This dramatizes
36’”‘”“’ 2 the very low productivity in socialized a.gricultum in the USSH.
25X1 Mow let us see how the overall producpion is used in the Soviet
Tise Union. This chart shcm'.» a comparison of US and Soviet GNP end uses for
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s vs VSSR 1963 in 1963 dollars. The end uses are cousumption investment, defensea

- P '. C:'OS
s TS IN o inistration and education. Although Soviet GNP is less than 1/2

U3, the defense expendliture in § was nea.rly equal to US investmsnt,

2150 nearly equal to US, and education, alse an invesimeat more than

25X1 ralf. DBut lees than 1/3. This iz the basic strategy of development.
Tefenze and investment for growth, with C getiling what is left.
Recently more for consurer and food has become wrgent.

The allocation decisions that the leaders must face are: Now
sach for defense vs. investment and within investmeani, uow muck for
agriculture and consumers goods -~ industry vs. keavy industry.

The growth objective haa always been to catch up with the US.

roesath This chart shows how they are doing. This shows the G of the US

Caart

_5 vs USSR in Blue and the USSR in Red in 1963 $, and the absolute gap. Uatil

1960, the USSR was groving an aversge some 63% & year. %ols vas fast

enough so the absclute gap was narroved, but since 1960 rate growth Las
25X1 gslowed to sgome 44, and the US also grew at alout L so the avsolute

gap bas bteen widenlong osaln.
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This slowdown nm.kes. the allocation problem more binding. There

18 less of an increase each year to divide emcng the many claimants.

Furthermore, lagging sectors like agricultwre demsnd more investment
resources. | |

| This chart shows an index of agrlcultural production, total end

per capita. After newv londs expension growth has been slow. By 1965

per capita production only = to 1956, and since 1953 the USSR has had

to iuport $11% biilion worth of wheat. This directly reduced ithe lmporis
of Western equipment and the advanced technology that.g;oes with 1%¢.
188t March Brezhnev amnounced & very large progran of investoment in
agriculture ~- 80 billion'dolls,x-s over the next five years. I carrded
out, this will certalnly limit investwent in parts of indusitry not
supporting agricultule.

The problem of new technology is another aspect of choice the
leaders must make.

Efforts to modernize industry and introduce new technology over the

| USSR defens ela.st 7 years have been diseppointingly slow and the shortfalls have

contributed to the slowdown ingx growth. An imporitent part of the

Tol, s+ expTic
cause of the shortfall has been the demand of military advanced weapons

program. This chart shows total defense spending and spending on
mi?siles, nuclear wenpons, and R&"D. I believe you are familiar with
this chart, Sir! The repid growth of advenced veapons development
and deployment Las talken the best scientiflc and technical waspower

away Ifrom industrial devalopnant.
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This ouwtlines the resource allocation problems whick the Soviet
leadexrs face now in preparihg the new Tive~ycer plan to siart next
year. Ve should be hearing in the next few weeks or months what

decisions the‘y have wade.
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